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PAN AFRICA CHRISTIAN UNIVERSITY

END OF SEMESTER EXAMINATION FOR THE DEGREE OF


CAMPUS: ROYSAMBU
	
DEPARTMENT: BUSINESS

COURSE CODE: CFN 401

COURSE TITLE: FINANCIAL MODELLING AND FORECASTING

EXAM DATE:

TIME: 

INSTRUCTIONS	
· This examination script consists of Six (6) questions.
· Answer question ONE and ANY other three Questions.
· Read all questions carefully before attempting.
· Write your student number on the answer booklet provided
SECTION A: 	COMPULSORY

QUESTION ONE
a) Discuss two importance of financial forecasting in the business world.         (4 Marks)  

b) Explain with an example in each case two types of financial models       	(4 Marks)   

c) Explain the variables and parameters used in the equation Y = a + bX	 (2 Marks)  



SECTION B: ANSWER ANY THREE

QUESTION TWO
The following information was obtained from the records of a certain company relating to the year 2020
	Month 
	Total overhead costs – Y sh.
	Direct labor hours  – X 

	January
	14,250
	856

	February
	13,000
	586

	March
	13,500
	640

	April
	12,500
	530

	May
	13,350
	615

	June 
	13,750
	680



Required
a) Using the high low method determine the  equation relating to direct labor hours and total overhead costs									 (6 Marks)	

b) Determine the overhead cost, if direct labor hours are 700. 			(2 Marks)	

c) Determine direct labor hours if the overhead costs are Sh. 25,000		(2 Marks)




QUESTION THREE
The sample data for delivery distances and their associated times for Parcels ltd is as follows;
 Distance (Kms)			 Time (minutes)
 3.5 						16
 2.4 						13 
4.9 						19
 4.2						 18 
3.0 						12
 1.3 						11
 3.0 						14 
1.0 						8
 1.5 						9 
4.1						 16
 Required; 
i. Generate a regression equation to estimate the time taken to deliver at different distances.									 (8 Marks)

ii. Estimate the time it will take to deliver a parcel at a distance equal to 5.3km 
(2 Marks)


QUESTION FOUR
(a) Differentiate between;
 (i) Cash Budgets and Cash Forecasts							 (2 Marks) 
(ii) Short Term and Long term cash flow projections 				(2 Marks) 
(iii) Univariate and multivariate models 						(2 Marks)
(b) Explain the four components of time series. 					(4 Marks)

QUESTION FIVE

a) Describe how forecasts can be monitored					 (4 Marks) 

b) Explain the criteria you would apply when choosing a forecasting technique 									 (6 Marks)


QUESTION SIX
a) [bookmark: _GoBack]Discuss four components of a master budget.				( 4 Marks)

b) Prepare a cash budget for the months of June, July, August 2020 from the following information:
1) Opening cash balance in June Kshs.7,000.
2) Cash sales for June Kshs.20,000; July Kshs.30,000 and August Kshs.40,000.
3) Wages payable Kshs.6,000 every month.
4) Interest receivable Kshs.500 in the month of August.
5) Purchase of furniture for Kshs.16,000 in July.
6) Cash Purchases for June Kshs.10,000; July Kshs.9,000 			(6 Marks)
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